Introduction
National currency of Georgia-Lari (GEL) was emitted in September 1995. Its circulation was preceded by a stabilization program, which was enacted in 1994. Since then the circulation of the Lari money aggregates (M0, M1, M2 and foreign currency M3) in sequence, but is steadily increasing [1] - [3] .
Our research studied the impact of monetary crisis on Georgian Lari (GEL) exchange rate against USD and the National Bank of Georgia's foreign exchange policy. In this regard, based on our study of the past twenty (20) years monetary policy, we have identified three major Georgian Lari currency crises [4] :  1998-1999 years, starting with Indonesia, moved into Russia and affected Georgian currency hardly-first currency crisis;  2008-2009 years-war conflict with Russia and global financial crisis-second currency crisis;
The first and the second monetary crises of Georgian Lari are observed based on historical performances, while the current one is ongoing issue and the study paid the special attention on it and its causes. Any article has the writing significance. In that point of view the theoretical and practical significance of this research is the following:
Since the restoration of independence, the main goal is to keep political and economic freedom and to improve it. In this regard, the cornerstone of economic policy should be based on the following direction-an independent and stable economic policy that will ensure the economic growth and welfare of the population and reliable integration Georgian into the world community as a successful, progress and innovation-oriented state.
In this regard, it is crucial to create solid and predictable environment inside the economy and monetary system that would be a reliable basis for further progress and development.
This model is called a strong asymmetry in financial industry. This is a model of financial system where every participant has the full access to the past information and analysis. Also, there is a transparent environment and reliable statistics to analyze the current events for correct prediction and, most importantly, there is an opportunity to plan for the future, expected financial strategy. Unfortunately, in Georgia we have fixed a weak form of asymmetry-there is available only past data. The luck of transparency of the current situation in the financial system, subjectivity, low level of financial and capital markets developments (and its actual de facto liquidation) creates reach conditions to have a system of oligopoly, where several groups manage the financial market due to its personal or emotional opinions, instead of free market.
Such system does not allow us to analyze the current situation and it is totally groundless to create any future forecasts and their possible reflection model. It removes the basis for any attempt to establish real stability and ensure sustainable of the future-oriented, long-term and stable development of the financial strategy.
In such circumstances, it is important for Georgia to study the past financial monetary crises, to gather data and to analyze it. The first attempt of such research is given in this paper.
Georgian Currency: The First Monetary Crisis of 1998-1999
It should be noticed that the starting position of Georgian Lari monetary aggregates since introduction can be characterized by the following parameters: At the end of October 1995, the Georgian Lari monetary aggregate (M2) was equal to 112.3 million GEL [5] . At the same time, the entire supply of the Georgian banking system's by the foreign currency (M3 minus M2) was 19 million Georgian lari, or it was equal to 15 million USD due to the fixed exchange rate of US dollar to Georgian Lari (US $1 = 1.3 GEL) at the end of October 1995. This fixed exchange rate of US dollar to Georgian Lari lasted until 1998. At the end of 1997 Georgian Lari (GEL) monetary aggregate (M2) reached 295 million Lari, while the foreign currency at banking system (M3 minus M2) was equal to 75.5 million GEL, or 58 million USD [5] . In 1998, the National Bank of Georgia announced the new era in currency rates-it shifted to a floating exchange rate and the end of August 1998, the situation was as follows [1] :  Georgian Lari monetary aggregate (M2)-was equal to 294 million. Lari (i.e. unchanged with data for December 1997);  Foreign currency at the banking system (M3 minus M2)-was 100.5 million Gel or 80 million US dollar (actual exchange rate was 1 US dollar = 1.35 Georgian lari).
At the same time, Georgia's international currency reserves had the following structure:
As Table 1 and Table 2 and the official data presents, foreign exchange reserves are more or less stable, and there is a numerical change in this period due to a number of international contracts expiration, or debt coverage and another debts to fill the reserve tranche.
In September 1998, the foreign exchange market in Georgia was badly affected by financial crisis, starting in Indonesia and moved to Georgia from Russia. Actually, Georgia was kind of a victim of this regional crisis due to its close economic ties to Russia. At the same time, this event have shown that neither the Government nor the National Bank of Georgia were prepared for the crisis [6] . We analyzed the most acute phase of the crisis-October 1998-March 1999. From the outset, we note that the depreciation of Georgian Lari against US dollar was a very strong one and it dropped officially from the rate of US $1 -1.35 Georgian lari to 1 US dollar = 2.45 Georgian lari, or Georgian currency sufferred 82 percent devaluation rate. However, according to our information, depreciation at unofficial market (currency exchange in the streets) was even more dramatic, and in late November and early December of 1998, it approached the level of US $ 1 = 3 GEL [1] [7] .
This crisis affected monetary aggregates and statistical figures were the following ( Table 3) .
As we see, in the most critical period (November, 1998)-monetary aggregate (M2-fell down to 207 million Lari, or decreased by 87 million (or 30 percent), while the foreign currency at banking system (M3 minus M2) decreased by 100 million Gel and dropped to 55 million US dollars (decreased by 32 percent) [1] .
Such Financial deterioration was accompanied with sharp rise in the interest rate on the government securities market (it reached 60 per cent annual rates), most of emissions were not fulfilled at all and lately emission of Georgian Tbills were stopped. During the winter of 1999, we have fixed Lari emission, sequester the State budget and lately, the currency rate stabilized at 2.2 -2.45 Gel frames to 1 USD [8] .
It should be noted negative impact of such crisis on Georgian international reserves level ( Table 4 ).
The official data shows, the National Bank of Georgia used its foreign currency reserves and intervened market to prevent Lari depreciation. As the result of it-three times the foreign exchange reserves in 1998 and 1999 reached its historical minimum-97 million US dollars [5] .
In 1999, The National Bank of Georgia had agreed to provide its currency policy in line with IMF and World Bank recommendations and it had received a loan from the IMF and filled foreign exchange reserves up to 234 million US dollars. But lately, this sum was used for new interventions, debt were covered and foreign reserves lost its half from this amount. (Table 5) .
At the same time, monetary aggregates had the following tendency (Table 6 ). That was a direct sign that Georgia had the negative trend of flow of foreign currency at banking channels and it looks especially strange the fact that the Georgian Lari continued appreciation against USD and reached the rate 1 USD = 1397 Gel. It was a clear indication of administrative pressure on currency exchange rate [1] .
We can state-further strengthen the exchange rate of Lari against US Dollar from November 2007 up to August 2008 was of artificial nature and did not reflect the real situation.
At the same time, there has been high inflation, which exceeded the target figure. These factors have prompted the central bank to increase the refinancing rate up to 12 percent annually. As the result the lending rate of commercial bank loans soared from 13 percent to 30 percent annually [10] .
Georgian Currency: The Second Monetary Crisis of 2008-2009 (August War of 2008 and Global Financial Crisis)
The "August war of 2008" and the global financial crisis had sharp and negative influence on Georgia. Especially it was difficult to overcome the new challenges in the face of existed problems of the financial system in Georgia. Thanks to generous support from World Community (4.5 billion USD had been allocated for Georgia as post-war country in 2008) and loans from International Monetary Fund (1.3 billion USD) most challenges in economy were actually "poured by money" and its influence was largely neutralized, but some negative events and challenges, badly affected Georgian Lari stability-its saving and depository function had been ruined [13] [14] . figures of Georgian foreign reserves showed tendency to grow (Table 11 ). At the same time, we should state-monetary policy of 2008 and 2009 was not in line with elementary market economy principles and massive intervention and spending of foreign currency from reserves did not support to transform economy. Actually, resources were wasted with no purposes. Thus, it was retained the inappropriate economic system and economic ties, which were not in line with the development and were far from competitiveness-oriented economy. All these problems appeared together at the end of 2014, when donor money dried up and a large-scale currency crisis was launched and now reigns in Georgia [1] .
Most clearly the impact of the war and the crisis in terms of monetary aggregates is demonstrated in the

Georgian Monetary Policy between the Second and the Third Currency Crisis (2009-2013)
Before to discuss the period between the second and the third crisis, we would like to outline the differences and common points in monetary policy resulted it. The time between the 2 nd and the 3 rd crisis has in fact differences between the tools used by the National Bank of Georgia. The third crisis was actually stimulated by the internal debt growth and, lately, it's refinancing by the National Bank of Georgia. It results Lari monetary aggregates increase from 4 mlrd Gel to 5.9 mlrd Gel. In conditions of tightened monetary policy provided by Federal Reserve System of United States from October 2014 and strong US dollar, it hardly influenced Georgian currency and Lari lost its saving function. Lari depreciated by 44 percent against USD and this crisis was the most serious monetary and currency exchange crisis in Georgia. We have studied in details the period between the second and the third crisis: Four years of post-war period can be described as stability and "stagnation" era together-the Government and the National Bank of Georgia successfully "appropriated" 4.5 billion US dollars of donor's contribution and no actions were implemented to reform the economy and to improve (shortening) the deficit of export/import structure. In this period of seeming stability, Lari monetary aggregate and foreign currency flow at banking channels were stable and had tendency to grow (Table 12 ). It should be noted that foreign currency and mostly US dollar flows at banking channels in Georgia had a very good positive trend:  In December 2012, there were 7.903 million Gel of monetary aggregate of M3 in circulation. Difference of M3 and M2 was equal to 2.300 million US dollars, based on actual year-end exchange rate (1 USD = 16,567 GEL);  In December 2013, M3 monetary aggregate reached 9.837 million Gel or 2.545 million USD at banking channels (Difference between M3 and M2). Exchange rate was 1 USD = 1.7363 Gel. In order to stabilize the exchange rate of Georgian Lari, the National Bank spent part of international reserves and the level of reserves decreased from the record 3.110 million USD in October 2013 to 2.823 million USD at the end of 2013 (just in two months) [1] [18] .
It should be noted that similar errors and non-coordinated activity were continued lately and it had particularly negative role during the last currency crisis, started in the fall of 2014 and still raging in Georgia (Table 13 ).
Georgian Currency: The Third Monetary Crisis of 2014-2016
During 2014-2016 tightened monetary policy provided by Federal Reserve System of United States and strong US dollar hardly influenced world currency system and Georgian as part of it. It was the third and the most serious monetary and currency exchange crisis in Georgia. At the end of 2014, the US Federal Reserve Bank officially announced the end of "quantitative easing policy" and as result of it, the US dollar strengthened against all major currencies. This issue affected global economy, slowdown global growth; resulted sharp drop in energy prices and further expectations of global markets and currencies just triggered sharp volatility. In this regard, Georgian foreign exchange market, which faced luck of liquidity and market principles in its structure was unprepared for this challenge and suffered hardly [19] .
This situation was compounded with money aggregate growth, which (M 2 level) reached 5.911 million Gel in December 2014 (1 billion or 20 percent increase of money supply only in 2014). That was one of the main reasons of Georgian currency crisis and [20] .
It is worthwhile to consider the situation regarding foreign currency flow at Georgian banking system:  2.383 million USD was the total volume of foreign currency at banking channels (M3 minus M2) at the end of 2014;  3.155 million USD was the total volume of foreign currency at banking channels (M3 minus M2) at the end of 2015.
However, in January 2016,this volume decreased to 3.107 million US dollars.At the same time, the pace of growth of foreign currency at banking channels was sharply lower than the growth of Georgian Lari monetary aggregates. That was an additional negative factor in line with other challenges coming from global markets. These circumstances affected Georgian currency market and decline of Georgian Lari exchange rate against US dollar was inevitable.
Georgia's International currency reserves revealed the unfavorable trend. In October 2013, the foreign currency reserves reached its historical maximum of 3.110 million US dollars, but it was reduced to 2.447 million US dollars as of January 2016, (21 percent shortage) (Table 14) . At the same time, such intervention did not decrease the Geor- In fact, 663 million US dollars from foreign reserves were spent generously and without any definite purpose [22] [23].
As we concluded, the growth of the monetary aggregates in Georgian Lari was not supported by foreign currency inflow and that was the reason of exchange rates sharp fluctuation. Based on our study, broad money aggregates high growth rate in 2012-2015 years was directly linked to the Political decision of Georgian government to support domestic production based on internal debt growth (Table 15 ). This will and other numerous political promises were given during the election in 2012 and were lately executed by the Government of Georgia, Ministry of Finance and the National Bank of Georgia in the way of Treasury bills and Treasury bonds enormous emissions [24] .
Lately, these hundred millions of Georgian state securities papers were purchased by the commercial banks in Georgia (as the alone dealers on the market) and used as collaterals (with the number of other securities and instruments) to get back millions of loans in Georgian Lari from the National Bank of Georgia via refinancing loans and
Auctions [24] . Such "gambling with money" was accompanied by decline of treasury account balance starting the end of 2013. To make things worsening, the National Bank adopted a number of regulations on Microfinance Organizations (MFIs) in the way of "tightening currency policy" [25] . 
Georgian Currency: Recent Situation and Development Scenarios
We have studied the mechanism of internal debt growth and its influence on currency It should be noticed one peculiarity-as a rule, the emission of the state securities results the strengthening of the exchange rate, but not in Georgian reality. State Security papers were used by commercial banks as collateral to receive loans from the National Bank of Georgia and converted sums into US Dollars. As a result, the Georgian Lari circulation has increased drastically and that was one of the main reasons for the currency devaluation [29] .
Also, GEL exchange rate was negatively affected by non coordinate activity between
Ministry of Finance of Georgia and the National Bank of Georgia. For example, at the end of 2015, there were 900 million GEL on Treasury balance, but in early 2016 it was just 622 million Gel and in February the remainder was just 300 million Gel-this issue also affected Georgian Lari exchange rate against USD on the local market. It just increased M0 aggregate and stimulate population who lost trust in local currency to convert its saving into USD [30] .
From the other point of view, it was positive for Georgian economy, that energy prices drop dramatically as Georgia is an energy imported country and this issue helped
Lari rate-reduced the payments for imported energy (mainly in US dollars). But it was a pretty heavy blow for Georgia's energy future projects, as such drop dramatically reduced their investment attraction and several companies cancelled the investment memorandum [31] . As we see, in March-April 2016, just stabilized Lari exchange rate was again tested by unclear political will and as for September 2016 we have monetary aggregate (M0) increased by more than 500 million Gel, at the same time M2 was increased by 800 million Gel and just 215 million USD inflow of foreign currency was fixed at banking channels. Not surprisingly, Lari exchange rate depreciated against USD and now it is trading at the range of 2.25 -2.31. Georgian government announced its target average exchange rate for 2014 as 1 USD = 2.40 Gel. More interesting is position of the National Bank of Georgia. It's vice-president announced that exchange rate of 2.10 -2.15 Gel per 1 USD is too high and it will act again (buy US dollars and increased Gel monetary aggregates in economy) if it happens. But, 2.5 Gel per 1 USD is too low and it will act vice versa (sell US Dollars and decreased Gel monetary aggregates in economy) if it happens [19] .
In line with Larization process, Georgian Government asked business and population not to buy foreign currency if there is no need in it to prevent panic and speculation.
We have studied Georgian Government It is logical, that after such "monetary policy" and figures Georgian public and business lost its confidence to Lari and Lari itself lost its main function-saving one. In our opinion, it is obligatory to stabilize Lari rate and to return the confidence to currency.
Conclusions
As a conclusion, we can state that Lari has actually lost at least one function-the accumulation of resources and it is sharply limited its exchange and measure of value functions.
The main goal of monetary policy of the sovereign country is to maintain its political and economic independence. In this regard, the cornerstone of any economic policy should be to reach stable economic growth and welfare of the population that will ensure the steady and reliable integration into the world community as a successful, progress and innovation-based state. The economy and its main indicator-the monetary system-are necessary for such a solid and predictable environment, which would be a reliable basis for further progress and development.
This model is called a strong asymmetry in financial society. This is a model of the financial system where information from the past and present is available. It has a transparent and reliable statistics based on the environment and the most importantly, there is an opportunity to plan the future, its expected financial strategy, course and outcome [1] .
Unfortunately, in Georgia we can observe the low level of financial and economic asymmetry, or in other words, the only one we have to study is the ability to analyze the past. The current situation in finance and economy shows non-transparent market conditions, subjectivity and emotional rule of management in economy, absence of developed financial and capital markets (and its actual liquidation). Such conditions do not allow us to analyze the current situation, which is totally groundless deprives future forecasts and their possible reflection model. This removes the basis for any attempt to establish real stability and ensure sustainable future-oriented, long-term and stable development of the financial strategy.
Growing negative balance of payments was 5.5 billion US dollars in 2015 and is widening in 2016, which shows a negative pressure on Lari rate too, because there is a decrease in foreign exchange currency inflow. Such conditions create instability to exchange rate and add additional problems to the monetary policy. The only way to improve the situation is the solid and reliable economic growth, although the rate of growth was too low: in January-June 2016, just 2.8 percent of growth per year, similar to 2.5 growth rate fixed in 2015. Overall, the business environment in Georgia is not reliable one to support sustainable growth. As of February 2016, commercial banks in Georgia issued credits of 16.2 billion Gel, while in collateral portfolio banks fixed more than 300 billion Gel property [32] . Such unprecedented proportion (1 to 20) compared to developed countries and to international practice (usual proportion should be 1 to 2, or 1 to 3 in developing countries) does not support business to develop its business and activity [32] . In such situation, the whole business in Georgia is actually in collateral of commercial banks and attracted resources are quite expensive (15 -20 times more expensive in comparison with international practice). In our view, it is impossible to have stable and rapid economic progress and the improvement of the situation based on current conditions.
